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SUMNARY 


1, In accordance with your request, PiO Division forwards the attached atudy 
which proposes a possible plan for the utilisation of the £75,000,000 authorixed to the 
President by Section 303, Title III, Mutual Defense Assistance i3t of 19h), as an 
Emergency Fund for use in the “general area" of China, 


2, Tho main Conclusions of the study are that the $75,000,000 can and should be 
used, primarily, to strengthen opposition to Communism in Southeast Asia so as to per~ 
mit the economic linking of that Ares with Japan and the Philippines, therehy reducing 
the cost to the U.5. of maintaining ite position in the strategic off-shore island chain, 
This would further contribute to the security interests ef the U.S. by denying the 
strategic materials of Southeast Asia to Russian control, While it 1s considered that 
covert operations should be undertaken in China, it ie concluded that overt assistance 
to non~Gomaunist Chinese would not prevent the ultimate control ef China by the Comuniate 
but might be considered as a meuns to buy time in favor of the programs anticipated in 


Southeast Agia, ; rR 
3. Lacking adequate long-range political guidance, many points of broad govern~ c 
ow 

© 





mental policy involved in this study were necessarily aseused in ite LOR 
Moreover, since the governuental policies pertinent to this problem have net as yet 
bean resolved within the Department of State, coordination outside the Aray was not 


* sought as it did not appear prudent to do so, However, the intelligence date eppear- 


ing in the paper were obbained from ID and Ci4 sources, An added complicationis the  ~ 
Comostic political differences on the general subject of "Aid to China, * oe 


be It is believed that the national and international political. factors isvolved & 
“may well be the dominant consideration in the ultimate disposition of the $75,000,000, | 





RECOMMENDATT OM 


That Conclusions of this study be used primarily as background material to 
facilitate kit Loqppeante, when required, on studies now in preparation in the Joint 
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The problem of mili tary aid for China oF also roceiving continuing rely in the 


Joint thiefe of Staff, a is > Chase Whee ee 

i, The drafting of NSC 48 has been underway in the Nati onal Security 
Council Ltarr since June of this year, The wit recent ‘Brare of the paper proposed 
a more positive approach than provided in past and Sogrant U.S. policy for the Far 

| tast.: It would include the establishment of na definite prosram to meet the Commnis 
envelopment of Asia, Tho State Department disagrees with a portion of this propose¢ 
document and is redrafting, in coordination with the "Jessup Committeo,™ an alternai 
proposal, . ) 8 : 7 - 

Ge In the State Departwent, an internal conmittce not only ia reviewing 
the policy 6f the U.S. in the Fer East, but also is determining the State Depart. 
nent! s posi tion on vil Maing the $15,000,000 Emergency Furd. “State Dopartent 
“Sasine torard dividing the funds anon the various countri & of Asia rather than 


an alloteont for China alone. It ie reported that a decision on the ® 75,000,000 
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| Seedy fron ‘the on sec report, “(aes 721/31) Thich included te study. 
" described nove, within the Joint Uniefs, of att, the me ¢ on ‘lh October 19159, 
eirected the JEEG to propdse an outline plan to be isen n the developmant of a 


TRAC program for aid to China. The preparation of this: outline plan is ow in 


oe PreErs SGSy cumAtaneouely, various outline plans are an reparation within tho 


three BLL tary, services. | “fosever,” in ach instance, at 28 Pebognized that in i, 
"determining a plan and progran for. furetshing United Staves ailitary assistance, - 
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mat 1, The trend of events in Uhina is such tnat there is no longer considered 


to be any rroup on the mainland or on Taiwan which, with any amount of U.S. 


ty et 


assistance short of military intervention, could be expected to survive for any 


tao 


ace sonable period of time except through sufferance of the Chinese Commnigts, 

The Loslem armics of tts nortiwest alroady have defected. The loss of will to 
fisht andj the continuing defection of large serments of the remaining armies in 
the Scuth and Southrest have left only a remnant numbering not more than 690,900 

of the orivinal Nationalist strength, The Communists have but to move in to con= 
solidate the orthrest, The vationalist armles of tho Louth and Southwest may con= 
time to offer ReEtevence until pocketed one by one and Sventyatyy eliminated. The 
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